351.7224 

L73agbb 

1991 


ANALYSIS  OF  GOVERNOR'S 

BUDGET   BALANCERS 

FOR  FY   1992: 

EXECUTIVE  ORDER  28/91 

STATt  DOCUMENTS  COLLECTION 
DEC  2  1  1991 

MONTANA  STATE  LIBRARY 

1515  E.  6th  AVE. 
HELENA,  MONTANA  59620 

A   Report  Prepared  for  the 

Legislative  Finance   Committee 

by 


Staff 

Legislative   Fiscal   Analyst 
October  4,    1991 


nalyst 


' L  ^i-'    !l  ('  U  'i      V,  'J 


i 


SUMMARY 

On  September  26,  1991,  the  Governor  signed  an  Executive  Order 
directing  all  state  agencies  (except  those  specifically  exempted  under  law)  and 
the  university  system  to  implement  $31.4  million  of  "budget  balancers"  (budget 
cuts,  fund  balance  transfers,  revenue  estimate  increases,  and  fund  switches). 
The  Executive  Order  dealt  only  with  the  fiscal  1992  budget  and  biennial 
appropriations.  While  the  Office  of  Budget  and  Program  Planning  (OBPP), 
identified  $22.0  million  of  fiscal  1993  savings,  it  noted  that  these  were  "pending" 
and  that  "every  effort  will  be  made  to  limit  the  size  of  the  reductions  required 
in  FY93." 

In  mid-August,  OBPP  issued  revised  revenue  estimates,  projecting  that 
collections  for  the  general  fund  and  school  equalization  account  over  the  three- 
year  period  fiscal  1991  through  fiscal  1993  would  be  $73.3  million  less  than  the 
legislature  anticipated.  Based  on  these  revised  revenue  estimates,  OBPP 
projected  a  $52.4  million  deficit  in  the  general  fund  at  the  end  of  fiscal  1993, 
if  expenditures  remained  at  appropriated  levels.  Therefore,  it  requested  agencies 
to  identify  $71.1  million  in  budget  balancers,  allowing  an  $18.7  million  surplus 
at   the   end   of  the   biennium. 

The  $31.4  million  of  budget  balancers  specified  in  the  Executive  Order 
total  88.3  percent  of  the  $35.6  million  "target"  OBPP  set  for  fiscal  1992. 
Based  on  OBPP's  revised  revenue  estimates,  an  additional  $39.7  million  of 
budget  balancers  in  fiscal  1993  will  be  necessary  to  maintain  the  desired  $18.7 
million  balance.      However,   even      greater   budget  reductions   may  be   necessary 


in  fiscal  1993  if  OBPP's  anticipated  level  of  reversions  ($7  million  in  fiscal 
1992)  or  all  of  the  $31.4  million  of  budget  balancers  contained  in  the 
Executive  Order  are  not  achieved.  On  the  other  hand,  any  revenue  collections 
in  excess  of  OBPP's  revised  estimates  will  offset  shortfalls  in  reversions  and 
budget   reduction   measures. 

The  $31.4  million  in  fiscal  1992  budget  balancers  contained  in  the 
Executive  Order  were  also  designed  to  ease  general  fund  cash  flow.  Due  to 
revenue  shortfalls  in  the  school  equalization  account  (SEA),  the  Department  of 
Administration  (D  of  A)  has  had  to  make  substantial  loans  ($60.2  million  as 
of  September  30)  from  the  general  fund  to  the  SEA  to  ensure  that  school 
foundation  payments  were  made.  As  a  result,  the  general  fund  has  had  to 
borrow  from  the  highway  account  ($44.3  million  as  of  September  30).  D  of 
A  plans  to  issue  approximately  $85  million  in  Tax  and  Revenue  Anticipation 
Notes  (TRANS)  in  November  to  repay  the  loans  from  the  highway  account  and 
maintain  general  fund  cash  flow  until  anticipated  revenues  are  received  later  in 
the  fiscal  year.  D  of  A's  preliminary  cash  flow  for  the  TRANS  issues  showed 
that  $31.7  million  in  budget  balancers  were  necessary  to  repay  the  TRANS 
issue  and  keep  a  positive  cash  balance  in  the  general  fund  at  the  end  of  the 
fiscal  year. 

There  is  a  wide  variation  in  the  budget  reductions  applied  to  various 
agencies.  In  the  Executive  Order,  agencies  received  budget  balancing 
instructions  ranging  from  0  percent  to  17.25  percent.  However,  only  about  half 
of  the  total  $31.4  million  contained  in  the  Executive  Order  were  budget 
reductions;   the   remainder  were   revenue   estimate   increases,   reductions   in   pass- 


through  funds  to  local  governments  and  school,  and  other  changes  that  do  not 
directly  impact  agency  operations.  When  these  budget  balancers  are  eliminated, 
reductions  in  agencies'  operational  budgets  due  to  the  Executive  Order  range 
from  0  to  9.8  percent.  These  varying  percentage  cuts  on  agency  operations  will 
cause  major  differences  in  agencies.  For  example,  the  Executive  Order  imposed 
vacancy  savings  on  the  department  of  Social  and  Rehabilitation  Services  (SRS), 
Family  Services  (DFS),  and  Correction  and  Human  Services  (DCHS)  that  was 
equal  to  or  greater  than  the  level  imposed  by  the  legislature.  As  a  result, 
the  combined  total  vacancy  savings  in  general  fund  programs  will  be  12.4 
percent  for  SRS,  5.2  percent  for  DFS,  and  3.7  percent  for  DCHS.  In  contrast, 
nine  other  agencies  had  no  additional  vacancy  savings  as  a  result  of  the 
Executive   Order. 

Section  17-7-140  limits  gubernatorial  cuts  to  15  percent  of  an 
appropriation.  In  three  instances,  the  Executive  Order  directs  an  agency  to 
reduce  an  appropriation  by  more  than  15  percent.  In  a  number  of  other 
instances,  OBPP  instructed  agencies  to  use  an  accounting  technique  (transferring 
the  funds  to  a  nonexpendable  status)  to  ensure  that  "targeted"  amounts  in 
excess  of  the  15  percent  reduction  are  reverted.  The  Legal  Services  Director, 
Legislative  Council,  has  concluded  that  the  establishment  of  "reversion  targets" 
in  excess  of  15  percent  does  not  violate  the  law.  However,  he  also  notes 
that: 

There     is    no    statutory    authoiily     to     require     any    agency    to     transfer    appropriated     funds  to    a 

nonexpendable  account.     If  an  agency  decides  to  transfer  funds  to  an  account   that  may  not  be  spent, 

the   agency  would   retain   the  ability  to   transfer     the   funds  out  of  the  account   and   spend   the  funds 
for  the  purpose   for  which   they  are   appropriated. 


Of  the  $31.4  million  in  budget  balancers  contained  in  the  Executive 
Order,  less  than  one-half  ($14.6  million)  reflects  reductions  in  agencies'  ongoing 
budgets.  The  remainder  is  comprised  of  program  delays  ($1.6  million),  revenue 
estimate  increases  ($6.1  million),  fund  balance  transfers  and  funding  switches 
($1.9  million),  caseload  estimate  decreases  ($5.1  million),  and  decreased  pass- 
through  funds  to  or  increased  costs  for  local  governments  and  schools  ($2.0 
million).  Included  in  the  $14.6  million  in  actual  budget  reductions  is  the  $6.84 
million  reduction  for  the  university  system.  If  the  Board  of  Regents  raises 
tuition  to  cover  a  portion  of  its  budget  reduction,  this  will  lower  the  amount 
of  budget  reductions.  If,  for  example,  one-half  is  handled  through  tuition 
increases,  the  percentage  of  total  budget  balancers  achieved  through  budget 
reductions  will   drop  to  35.5  percent. 

The  revenue  estimate  increases  contained  in  the  Executive  Order  include: 
1)  $2.5  million  in  increased  collections  from  income,  corporation,  and  natural 
resources  taxes  the  Department  of  Revenue  has  committed  to  collecting  in  fiscal 
1992  by  concentrating  audit  efforts  on  general  fund  revenue  sources,  accelerating 
corporation  tax  audits  that  would  normally  be  scheduled  for  the  1995  biennium, 
and  intensifying  audit  efforts  against  nonfilers;  2)  $1.6  million  in  increased 
institutional  reimbursements;  and  3)  $1  million  from  SRS's  unreconciled  federal 
account.  Language  in  House  Bill  2  authorizes  SRS  to  request  a  general  fund 
supplemental  from  the  1993  legislature  if  further  reconciliation  shows  any  portion 
of  the   balance   deposited   in   the   general   fund   was   federal   funds. 

Three  agencies-SRS,  DPS,  and  Labor  and  Industry-predict  that  their 
caseloads  will   be   less   than   estimated   during  the   legislature: 


1)  SRS  is  estimating  that  fiscal  1992  medicaid  expenditures  will  be  $16.1 
million  (or  7.1  percent)  less  than  the  amount  appropriated  by  the  1991 
legislature,  allowing  a  $4.6  million  general  fund  reduction.  Based  on  the  two 
months  of  available  fiscal  1992  data,  it  is  difficult  to  determine  whether  this 
reduced  caseload  estimate  is  realistic.  For  the  past  several  biennia,  caseloads 
have  often  exceeded  estimates.  For  example,  SRS  received  a  $12.2  million 
general  fund  supplemental  from  the  1991  legislature,  due  primarily  to  larger 
than  anticipated  caseloads  and  medicaid  costs. 

2)  DFS  plans  to  amend  medicaid  rules  so  that  parental  assets/income  is 
considered  when  medicaid  eligibility  is  established  for  minors  placed  in  inpatient 
psychiatric  treatment  facilities.  DFS  estimates  that  fiscal  1992  general  fund 
costs  will  be  reduced  by  $467,385  as  a  result  of  the  resulting  reduction  in 
medicaid  caseload.  SRS  proposed  this  rule  change  in  the  1991  biennium  but 
the   proposed   rule   was   not   adopted   due,   in   part,   to   industry  concerns. 

3)  Labor  and  Industry  anticipates  that  the  number  of  silicosis  beneficiaries 
will  be   less  than   the   number  budgeted  for  in  fiscal   1992. 

Since  medicaid  is  an  entitlement  program,  SRS  and  DFS  will  have  to 
seek  supplemental  funding  from  the  1993  legislature  if  the  anticipated  caseload 
reductions   do   not   occur. 

The  Executive  Order  will  reduce  pass-through  funds  to  or  increase  costs 
for  local  governments  and  schools  by  $2.0  million.  Secondary  vocational 
education  pass-through  funds  to  school  districts  are  reduced  by  44  percent 
($792,549)  for  the  biennium.  As  of  October  1,  DCHS  began  charging  counties 
for     the     cost     of    court-ordered     psychiatric     evaluations,     a     cost     which     the 


department  used  to  bear.      DCHS  estimates  that  this  new  charge  will  generate 
$399,636   in  fiscal    1992. 

Over  $7  million  of  the  $31.4  million  in  budget  balancers  contained  in 
the  Executive  Order  are  "one-time"  savings  that  will  not  be  available  again  in 
the  1995  biennium.  In  addition,  most  of  the  program  and  projects  delayed 
to  generate  $1.6  million  in  fiscal  1992  savings  will  be  in  full  operation  by  the 
time  the  1993  legislature  meets,  requiring  the  legislature  to  reduce/eliminate  an 
existing  program  or  provider  rate  increase  or  find  additional  revenues  to  fund 
them  during  the  1995  biennium.  Even  some  of  the  reductions  in  agency 
budgets  imposed  in  the  Executive  Order  will  not  reduce  the  "budget  base"  for 
the  next  biennium,  since  agencies  have  indicated  they  plan  to  reduce  or 
eliminate  equipment  purchases  and  hold  authorized  positions  vacant  in  order  to 
achieve  the  required  savings.  Under  current  budgeting  procedures,  these  types 
of  reductions  do  not  affect  the  base  used  in  constructing  the  1995  biennium 
budget. 

In  addition,  under  OBPP's  revised  revenue  estimates,  the  1993  legislature 
will  face  a  school  equalization  program  that  is  not  self-supporting.  OBPP 
projects  that  the  1993  legislature  will  need  to  approve  a  $48  million  general 
fund  supplemental  for  the  school  equalization  account  to  cover  the  program's 
1993  biennium  costs.  While  the  cost  of  this  supplemental  is  included  in 
OBPP's  budget  balancing  efforts  for  this  biennium,  funding  existing  schedules 
and  even  modest  inflationary  adjustments  in  the  next  biennium  will  require 
substantial   improvements   in   the   revenue   outlook   or  additional   revenue. 
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EXECUTIVE   ORDER 

On  September  26,  the  Governor  signed  Executive  Order  28-91  ordering 
all  state  agencies  (except  those  specifically  exempted  in  Section  17-7-140,  MCA) 
and  the  university  system  to  reduce  their  fiscal  1992  appropriations  and  "take 
such  other  actions  as  more  specifically  outlined  in  the  memorandum  of  the 
Office  of  Budget  and  Program  Planning  attached  hereto."  The  memoranda 
referred  to  in  the  Executive  Order  were  addressed  to  individual  agencies  and 
provided  specific  instructions  for  reducing  general  fund  appropriations,  increasing 
revenue  estimates,  transferring  fund  balances,  and  switching  funding  sources  by 
$31.4  million'  in  fiscal  1992.  The  memos  directed  agencies  to  submit  necessary 
paperwork   to   implement   these   "budget  balancers"   by   October  25,    1991. 

The  Executive  Order  dealt  only  with  fiscal  1992  and  biennial 
appropriations.  While  the  Office  of  Budget  and  Program  Planning's  (OBPP) 
September  28  summary  of  the  order  showed  $22.0  million  of  "pending"  fiscal 
1993   savings,   its   memo   to   agencies   stated: 

It  is  our  intention  to  establish  all  FY93  appropriations  as  authorized  in  IIB2  and  other  appropriation 
bills  |at  the  beginning  of  fiscal  1993],  and  to  reassess  statewide  expenditure  and  revenue  projections 
at  that  time.  The  information  you  already  have  submitted  for  potential  FY93  reductions  will  be  used 
in  that  process,  together  with  follow-up  conferences  with  you.  Every  effort  will  be  made  to  limit 
the   size   of  the   reductions   required   in    I''Y93. 

Therefore,  the  following  report  analyzes  only  the  fiscal  1992  budget 
balancers   that   were   included   in   the   Executive   Order. 


^OBPP'3  sununary  of  fiscal  1992  budget  reductions  shows  $31.2 
million  because  it:  1)  includes  $253,303  for  legislative  offices 
(which  are  not  subject  to  the  Executive  Order);  and  2)  does  not 
include  $500,000  of  Coal  Board  grants  included  in  the  Executive 
Order.  OBPP  has  directed  Commerce  to  place  $500,000  per  year  in 
"reversion  target"  appropriations,  to  ensure  their  reversion  to  the 
school   equalization   account. 


OBPP  notes  that  while  the  Executive  Order  deals  only  with  fiscal  1992 
and  biennial  appropriations,  it  views  the  budget  reduction  process  on  a 
biennium  basis.  For  that  reason,  some  agencies  may  have  a  lower  budget 
reduction  in  fiscal  1992  and  a  higher  one  in  fiscal  1993,  for  a  biennium  total 
of  8   percent. 

IMPACT   OF   BUDGET   CUTS    ON    FUND    BALANCE 

In  mid-August,  OBPP  issued  revised  revenue  estimates,  projecting  that 
collections  for  the  general  fund  and  school  equalization  account  over  the  three- 
year  period  fiscal  1991  through  fiscal  1993  would  be  $73.3  million  less  than  the 
legislature  anticipated.  Based  on  these  revised  revenue  estimates,  OBPP 
projected  a  $52.4  million  deficit  in  the  general  fund  at  the  end  of  fiscal  1993, 
if  expenditures  remained  at  appropriated  levels.  Therefore,  it  requested  agencies 
to  identify  $71.1  million  in  budget  balancers,  allowing  an  $18.7  million  surplus 
at  the  end  of  the  biennium.  After  agencies  submitted  their  responses,  OBPP 
met  with   them   to   discuss   the   impacts   of  the   proposals   and   seek   their   input. 

The  $31.4  million  of  budget  balancers  specified  in  the  Executive  Order 
total  88.3  percent  of  the  $35.6  million  "target"  OBPP  set  for  fiscal  1992,  as 
Attachment  A  shows.  Based  on  OBPP's  revised  revenue  estimates,  an 
additional  $21.0  million  of  budget  reductions  will  be  necessary  in  fiscal  1993 
in  order  to  keep  the  general  fund  positive.  Fiscal  1993  budget  reductions 
totalling  $39.7  million  would  be  necessary  in  order  to  maintain  the  $18.7 
million  surplus   OBPP  sought   in   its   original   request   to   agencies. 

However,  even  greater  budget  reductions  may  be  necessary  in  fiscal  1993 
if  OBPP's   anticipated  level  of  reversions  does   not   materialize  and   revenues  do 


not  exceed  OBPP's  projections.  In  its  revised  revenue  estimates,  OBPP  assumed 
that  general  fund  reversions  (unspent  appropriations)  would  total  $7  million  in 
each  year  of  the  biennium.  Agencies  are  unlikely  to  be  able  to  achieve  this 
level  of  reversions  after  absorbing  the  budget  reductions  imposed  by  the 
Executive  Order.  Included  in  the  order  are  more  than  $2.9  million  of  vacancy 
savings  above  the  level  imposed  in  House  Bill  2.  These  vacancy  savings 
cannot   be   counted   in  both   the   budget   cuts   and   reversion   total. 

The  $31.4  million  in  fiscal  1992  budget  reductions  contained  in  the 
Executive  Order  were  also  designed  to  ease  general  fund  cash  flow.  Due  to 
revenue  shortfalls  in  the  school  equalization  account  (SEA),  the  Department  of 
Administration  (D  of  A)  has  had  to  make  substantial  loans  ($60.2  million  as 
of  September  30)  from  the  general  fund  to  SEA  to  ensure  that  school 
foundation  payments  were  made.  As  a  result,  the  general  fund  has  had  to 
borrow  from  the  highway  account  ($44.3  million  as  of  September  30).  D  of 
A  plans  to  issue  approximately  $85  million  in  Tax  and  Revenue  Anticipation 
Notes  (TRANS)  in  November  to  repay  the  loans  from  the  highway  account  and 
maintain  cash  flow  in  the  general  fund  until  anticipated  revenues  are  received 
later  in  the  fiscal  year.  D  of  A's  preliminary  cash  flow  for  the  TRANS  issue 
showed  that  $31.7  million  in  budget  reductions  were  necessary  in  order  to  repay 
the  TRANS  issue  and  keep  a  positive  cash  balance  in  the  general  fund  at  the 
end   of  fiscal    1992. 

As  discussed  below,  it  is  questionable  whether  some  of  the  $31.4  million 
in  budget  reductions  will  be  realized  in  fiscal  1992.  If  anticipated  revenue 
increases,  caseload  decreases  or  anticipated  savings  do  not  occur,  both  the  cash 
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and  fiscal  year  end  fund  balances  for  the  general  fund  will  be  affected.  On 
the  other  hand,  any  revenue  collections  in  excess  of  OBPP's  revised  estimates 
will   offset  shortfalls  in   the   budget   reduction   measures. 

ANALYSIS   OF    BUDGET   BALANCERS 

Wide  Variation   in   Size   of   Budget   Reductions 

As  Table  1  shows,  agencies  subject  to  the  Executive  Order  received 
"budget  balancing"  instructions  ranging  from  0  percent"  of  their  budget  to  17.25 
percent,  with  the  average  percentage  being  7.1  percent.  OBPP  emphasized  in 
its  mid-August  memo  to  agencies  that  "it  is  not  our  intent  to  make  across-the- 
board  reductions"  and  urged  agencies  to  identify  potential  funding  switches,  fund 
balance  transfers,  and  other  measures  to  help  balance  the  budget.  In  his 
September  28  memo  to  legislators  concerning  the  Executive  Order,  the  Budget 
Director  noted  that  the  administration  concluded  early  in  the  budget  reduction 
process  that  "across-the-board  cuts  in  all  programs  is  not  a  prudent  management 
solution   to   our  problem". 


• 


'^Since  a  reduction  in  the  Public  Service  Commission's   (PSC) 

budget   causes   a   similar  decrease   in  the  tax  utilities   pay  to  the 

general  fund,   the  Executive  Order  did  not  impose  a  budget  reduction 
on   the   agency. 


TABLE   1 

Executive  Order  "Budget   Balancers" 

Percent  of  General   Fund  Appropriation 


Public  Service   Commission 

School  for  the   Deaf  &   Blind 

State   Auditors   Office 

Governor's    Office 

Department   of  Justice 

Commissioner   of  Higher  Ed 

Montana  Arts   Council 

Historical   Society 

Department   of  Labor  and   Industry 

Dept.   of  Health   &   Environmental   Sciences 

Dept.   of  Corrections   &   Human   Services 

Dept.   of  Natural   Resources/Conservation 

Department   of  Family   Services 

Secretary  of  State 

Library   Commission   (B) 

Dept.   of  Fish,   Wildlife   &   Parks 

Department   of  Agriculture 

Board   of  Public   Education 

Highway  Traffic   Safety 

Department   of  Livestock 

Crime   Control   Division 

Department   of  Military   Affairs 

Department   of  Transportation 

Department   of  State   Lands 

Office   of  Public   Instruction   (B)* 

Dept.  of  Social  &   Rehabilitation  Services 

Commissioner   of  Political   Practices   (B)** 

Department   of  Administration   (B) 

Department   of  Commerce   (B) 

Department   of  Revenue 

AVERAGE 


0.00% 
2.10% 
2.87% 
3.83% 
4.60% 
5.20% 
5.50% 
5.93% 
6.00% 
6.22% 
6.50% 
7.25% 
7.25% 
7.75% 
7.85% 
8.00% 
8.00% 
8.00% 
8.00% 
8.00% 
8.00% 
8.00% 
8.00% 
8.10% 
8.75% 
8.80% 
9.80% 
9.92% 
15.09% 
17.25% 
7.06% 


(B)   Includes   biennial   appropriation 

*    Excluding  special   education,  which   is   exempt   under   Section    17-7-140 

*•   Entire   reduction   for   the   biennium 


Under  the  Executive  Order,  only  half  of  the  $31.4  million  in  budget 
reductions  will  be  achieved  through  actual  decreases  in  expenditures.  The  other 
half  of  the   budget   balancing  "package"   includes   increases   in   revenue  estimates. 


funding  switches,  fund  balance  transfers,  reductions  in  pass-through  funds  to  local 
governments  and  schools,  and  other  measures  that  do  not  directly  impact  agency 
operations.  Table  2  shows  the  actual  reduction  in  agency  operational  budgets 
as  a  percent  of  their  general  fund  budget.  Reductions  in  agencies'  operational 
budgets   due   to   the   Executive   Order  range   from   0  percent   to   9.8   percent. 

For  example,  the  Executive  Order  will  have  no  impact  on  the 
Department  of  Commerce's  internal  operations,  since  its  entire  budget  cut  target 
is  met  by  reducing  funds  passed  through  to  local  entities.  Ninety-six  percent 
of  DOR's  target  is  increased  revenue  estimates  and  fund  balance  transfers. 
Actual  reductions  in  operational  funds  will  be  less  than  1  percent  of  that 
agency's  general  fund  budget. 


TABLE   2 

Reductions  in  Agency  Operational   Budgets, 

Percent  of  General   Fund 

Dept.   of  Military   Affairs 
Department   of  Livestock 

0.00% 

0.00% 

Highway  Traffic   Safety 

0.00% 

Public  Service   Regulation 

0.00% 

Department   of  Commerce 

0.00% 

Department   of  Revenue 

0.68% 

School   for  the   Deaf  &   Blind 

2.06% 

Department   of  Social   &   Rehabilitation   Services 

2.08% 

Department   of  Administration 

2.54% 

Governor's   Office 

2.61% 

Montana   Arts   Council 

2.72% 

State   Auditor's   Office 

2.87% 

Dept.   of  Corrections   &   Human  Services 

3.22% 

Department   of  Family   Services 

4.45% 

Department   of  Justice 

4.49% 

Library  Commission 

4.67% 

Department   of  Labor  &   Industry 

4.99% 

Department   of  Transportation 

Dept.   of  Health   &   Environmental   Sciences 

5.07% 

5.29% 

Historical   Society 
Commissioner   or   Higher   Ed 

5.44% 

5.31% 

Department   of  State   Lands 

5.49% 

Dept.   of  Natural   Resources/Conservation 

6.23% 

Secretary  of  State 

7.75% 

Office   of  Public   Instruction 

7.89% 

Dept.  of  Fish,   Wildlife  &   Parks 

8.00% 

Department   of  Agriculture 

8.00% 

Board   of  Public  Education 

8.00% 

Crime   Control   Division 

8.00% 

Commissioner   of  Political   Practices   (B)* 

9.80% 

(B)   Includes   biennial   appropriation 

*Entire   reduction   for  the   biennium 

In  general,  small  agencies  primarily  funded  with  general  fund--such  as  the 
Commissioner  of  Political  Practices  and  Board  of  Public  Education-have  the 
largest  percentage  reductions  imposed  upon  them.  These  agencies  generally  do 
not  have  fund  balances  or  other  funding  sources  that  could  be  used  to  offset 
general  fund  budget  cuts.  Similarly,  agencies  whose  budgets  contain  only  a 
small  general  fund  component-like  the  departments  of  Fish,  Wildlife,  and  Parks, 
and  Transportation  and  the  Board  of  Crime  Control-tend  to  have  higher  budget 


cut  percentages.     However,  it  is  important  to  note  that  the  general  fund  budget 
reduction   is   a  very   small   part   of  these   agencies'    total   budgets. 

These  varying  percentage  cuts  on  agency  operations  will  cause  major 
differences  among  agencies  regarding  vacancy  savings,  travel,  and  other 
operational  costs.  For  example,  the  Department  of  Family  Services  (DFS)  will 
have  to  absorb  $549,090  general  fund  vacancy  savings  above  the  level  imposed 
in  House  Bill  2,  while  five  departments-Military  Affairs,  Commerce,  Livestock, 
Highway  Traffic  Safety,  and  the  PSC--will  experience  no  impact  on  internal 
operations   as   a   result   of  the   Executive   Order. 

Impact  on   State   Employees 

Since  over  $11  million  of  the  $15.7  million  of  agency  operation 
reductions  and  delayed  modifications  contained  in  the  Executive  Order  are 
"nonspecific  cuts",  it  is  difficult  to  determine  with  any  precision  what  the  impact 
of  the  Executive  Order  will  be  on  state  employees.  Table  3  shows  information 
provided   to   date   in   OBPP  and   agency  documentation   concerning   FTE   levels. 


TABLE   3 
Impact  of  the   Executive   Order 
on   Personal   Services,   FY92 


AGENCIES   WITH   NO   IMPACT 

Military  Affairs 

Livestock 

Highway  Traffic  Safety 

PSC 

Commerce 

Governor's   Office 

Crime   Control 

Arts   Council 

Transportation 

IMPACT  NOT  YET  KNOWN/SPECIFIED 

Public  Instruction 

School  for  the  Deaf  &   Blind 

University  System/Commissioner  of  Higher   Education 

Health   and   Environmental   Sciences 

Library   Commission 

Secretary  of  State 

AGENCIES   WITH   SPECIFIED   REDUCTIONS 


Agency 


Delayed   Mods 

Vacant 

Vacancy 

y-offs 

(FTE) 

FTE 

Savings 

0.00 

0.50 

0.00 

$        27,806 

0.00 

0.00 

N.A 

549,090 

N.A 

5.00** 

N.A 

1,400,000* 

0.00 

0.50 

0.25 

11,905 

2.50 

0.00 

0.00 

36,794 

0.00 

0.00 

16.00 

164,704 

0.00 

0.13    , 

0.00 

5,203 

0.00 

1.00 

0.00 

19,756 

0.00 

N.A 

0.00 

5,100 

0.00 

0.00 

2.00 

65,000 

0.00 

N.A 

N.A 

500,000 

N.A 

0.00 

2.00 

55,000 

0.00 

3.00 

0.00 

N.A 

6.00 

87,090 

0.00 

0.00 

0.00 

63.124* 

2.50 

10.13 

26.25 

$2,990,572 

Labor  and   Industry 

Family  Services 

Corrections 

State   Library 

Historical   Society 

DNRC 

Political   Practices 

Agriculture 

Fish,   Wildlife   &   Parks 

State   Lands 

SRS 

State  Auditor 

Justice 

DOR 

Administration 

Total 


NA    =    not   available 

*Includes   some   operating   expenses 

**In   addition   to  vacancy  savings  shown   in   last   column 


As  the  table  shows,  nine  agencies  anticipate  no  impact  in  fiscal  1992  on 
FTE  or  vacancy  savings  levels  as  a  result  of  the  Executive  Order.  The  one- 
day  a  quarter  furlough  previously  discussed  for  Governor's  Office  staff  is  being 
considered  for  fiscal  1993,  but  no  increased  vacancy  savings  due  to  the 
Executive  Order  is  anticipated  in  fiscal  1992.  Five  agencies  and  the  university 
system  have  not  yet  identified  the  impact  of  the  Executive  Order  on  FTE 
levels. 

Only  one  agency--the  Historical  Society-has  said  it  plans  to  lay  off 
existing  staff  as  a  result  of  the  Executive  Order.  A  number  of  agencies  plan 
to  hold  existing  positions  vacant  in  order  to  generate  the  additional  vacancy 
savings  imposed  by  the  Executive  Order.  Others  plan  to  delay  hiring  new  FTE 
authorized   in  budget   modifications. 

The  major  impact  will  be  on  three  human  service  agencies--SRS,  Family 
Services,  and  Corrections  and  Human  Services  (DCHS)--which  had  significant 
additional  vacancy  savings  imposed  as  a  result  of  the  Executive  Order.  As 
Table  4  shows,  the  vacancy  savings  imposed  in  the  Executive  Order  on  SRS 
and  DFS  is  more  than  double  the  vacancy  savings  imposed  in  House  Bill  2 
for  these  agencies.  The  combined  total  vacancy  savings  will  be  approximately 
12.4  percent  for  SRS  and  5.2  percent  for  DFS  in  programs  partially  or  totally 
funded  from  the  general  fund.  While  DCHS  has  not  yet  determined  how 
much  of  the  $1.4  million  budget  reduction  imposed  by  the  Executive  Order  will 
be  from  vacancy  savings,  it  will  certainly  raise  the  vacancy  savings  level 
substantially  above  that  established  by  the  legislature.  These  agencies  may  have 
real   difficulty   in   achieving   the   combined   vacancy   savings   levels   with   less   than 
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nine    months    remaining    in    the    fiscal    year.       SRS's    director    commented    in    a 
recent   letter   to   legislators   that   the   increased  vacancy  savings 

...will  have  a  serious  impact  on  the  department's  ability  to  efficiently  perform  its  mission  of  providing 
services  to  the  general  public.  Eligibility  determinations  for  various  welfare  programs  will  inevitably 
be  delayed,  reduced  staffing  levels  may  result  in  increased  error  rates,  and  the  additional  workloads 
will   contribute   to  declining  morale. 


TABLE   4 

Vacancy  Savings  in   Human   Service 

Agencies,   FY  92   (General   Fund) 

Agency 

HB2 

Executive           FY92 
Order             Total 

%   Vacancy 
Savings 

SRS 

Family   Services 

Corrections   and 
Human   Services 

$      211,120 

164,935 
1,021,107 

$      500,000        $      711,120 

549,090               714,025 
1,000,000*          2,021,107* 

12.4 

5.2 
3.7 

'Assumes   $1.0   million   of  $1.4   million 

total   will   be   vacancy  savings. 

Budget   Reductions   in   Excess  of  15   Percent 

Section  17-7-140,  MCA,  limits  gubernatorial  cuts  to  15  percent  of  an 
appropriation.  The  Legal  Services  Director  Division,  Legislative  Council,  has 
concluded  that  this  limit  applies  to  each  appropriation  (line-items,  separate 
appropriation   bills,   etc.),   not   an   agency's    total   appropriation. 

In  a  few  instances,  the  Executive  Order  directs  an  agency  to  reduce  a 
line-item  appropriation  in  House  Bill  2  more  than  15  percent.  In  the  bill,  there 
is  a  $5,000  line-item  appropriation  in  the  Governor's  Office  for  organizational 
costs  associated  with  the  NASBO  national  meeting.  The  Executive  Order 
eliminates  this  appropriation  in  its  entirety.  The  bill  also  contains  a  $159,667 
line-item  appropriation   in   the   Department  of  Justice   for  Fire  Marshal  Bureau 
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Expansion,  funded  by  an  increased  tax  on  fire  insurance  premiums.  The 
Executive  Order  directs  a  $90,667  reduction  in  the  Fire  Marshal  Expansion 
appropriation.  While  Fire  Marshal  Expansion  is  a  line-item  in  House  Bill  2, 
OBPP  combined  it  with  the  program's  total  appropriation  when  establishing 
fiscal  1992  appropriations  on  the  Statewide  Budgeting  &  Accounting  System 
(SEAS).  OBPP  argues  that  the  15  percent  limit  in  Section  17-7-140  applies 
to  appropriations  established  in  SBAS,  not  the  line-items  established  by  the 
legislature  in  House  Bill  2.  Lastly,  there  is  a  $1.8  million  line-item 
appropriation  in  the  bill  for  secondary  vocational  education  funds  passed  through 
to  school  districts.  The  Executive  Order  directs  OPI  to  reduce  this 
appropriation  by  $792,549  in  fiscal  1992,  which  is  44  percent  of  the  biennial 
appropriation.  In  a  subsequent  letter  and  conversation,  the  Budget  Director 
instructed  OPI  to  use  the  "reversion  target"  method  described  below  for  the 
amount   in   excess   of   15   percent. 

In  a  number  of  other  instances  to  avoid  reducing  an  appropriation  by 
more  than  15  percent,  OBPP  instructed  agencies  to  use  an  accounting  technique 
to  ensure  that  "targeted"  amounts  in  excess  of  the  15  percent  reduction  were 
reverted.  These  agencies  were  given  two  amounts  to  apply  to  a  line  item 
appropriation:  one  reflecting  the  15  percent  amount  and  the  second  the 
amount  in  excess  of  15  percent.  For  example.  House  Bill  371  appropriated 
$200,000  to  the  DFS  for  the  biennium  for  in-home  services.  A  15  percent 
reduction  would  total  $30,000.  However,  the  instructions  to  DFS  show  two 
entries: 
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HB371    In-Home   Services  $30,000 

HB371   In-Home   Services   Reversion  Target      20,000 


The  instructions  accompanying  the  Executive  Order  told  DPS  to  submit 
paperwork  to  reduce  the  House  Bill  371  appropriation  by  $50,000.  The 
$20,000  "reversion  target"  amount  (the  amount  in  excess  of  15  percent)  is  to 
be  set  up  in  a  new  appropriation  coded  with  an  "Expend/Transfer"  nominal 
control  code.  This  code  prevents  the  agency  from  processing  normal 
expenditures  against  the  appropriation,  even  though  the  appropriation  remains 
on  SBAS.  Thus,  DPS  is  prevented  from  spending  $50,000  of  the  HB371 
appropriation,   even   though   a    15   percent   reduction   totals   only   $30,000. 

OBPP  notes  that  the  "reversion  target"  amounts  are  still  established  as 
appropriations  and  that  the  "reversion  target"  mechanism  is  being  used  only  to 
ensure  agencies  realize  the  entire  savings  that  was  included  in  the  Executive 
Order. 

The  attached  memo  from  the  Legal  Services  Division  Director,  Legislative 
Council,  discusses  this  practice.  He  has  concluded  that  the  establishment  of 
"reversion  targets"  in  excess  of  15%  of  a  specific  appropriation  does  not  violate 
section    17-7-140,   MCA,   since 

The  transfer  of  appropriated  funds  to  an  account  that  may  not  be  spent  does  not  actually  reduce 
the  appropriation.  Therefore,  the  transferred  funds  are  not  included  within  the  15%  limit  on  the 
reduction   of  appropriations. 

However,   he   also   notes: 

There  is  no  statutory  authority  to  require  any  agency  to  transfer  appropriated  funds  to  a 
nonexpendable  account.  If  an  agency  decides  to  transfer  funds  to  an  account  that  may  not  be  spent, 
the  agency  would  retain  the  ability  to  transfer  the  funds  out  of  the  account  and  spend  the  funds 
for  the   purpose   for  which   they  are   appropriated. 
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This  suggests  that  realizing  the  $1.3  miUion  of  "reversion  targets" 
established  in  the  Executive  Order  will  require  the  cooperation  of  the  agencies. 
Three  of  the  agencies  assigned  reversion  targets  are  headed  by  elected  officials. 

Table  5  shows  the  agencies  that  were  instructed  to  establish  "reversion 
target"  appropriations  for  amounts  in  excess  of  15  percent  of  an  appropriation. 


TABLE  5 

Targeted  Reversions  Above  1 5  Percent, 

FY92 

Reversion 

Reversion 

Agency 

Appropriation 

Target 

Target  % 

STATE  LANDS 

Federal  Fire  Reimbursement  "line  item" 

$100,000 

$41,000 

41.00% 

Recreational  access  "line  item" 

300,000 

212,500 

70.83% 

AGRICULTURE 

Environmental  Management  (Program) 

317,377 

32,567 

10.26% 

JUSTICE 

Transportation  of  Prisoners  "line  item" 

193,648 

20,953 

10.82% 

SB  232  Vehicle  Inspection 

42,750 

36,338 

85.00% 

FAMILY  SERVICES 

HB  371  (B) 

200,000 

20,000 

10.00% 

HB  491  (B) 

100,000 

10,000 

10.00% 

HB569 

547,339 

23,822 

4.35% 

Foster  Care  Continuum  "line  item" 

1,770,656 

334,321 

18.88% 

SECRETARY  OF  STATE 

Microfilm  Project  "line  item" 

25,000 

21,250 

85.00% 

Document  Storage  "line  item"  (B) 

45,000 

38,250 

85.00% 

PUBLIC  INSTRUCTION 

Secondary  Vo-ed  "line  item"  (B) 

1.800.000 

522.549 

29.03% 

Total 

$5,441,770 

$1,313,550 

24.14% 

(B)  =  Biennial  appropriations 
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Types  of  Budget  Balancers 

Table  6  shows  the  various  types  of  budget  balancers  agencies  are  directed  to 
implement  in  the  Executive  Order.  Only  46.4  percent  of  the  budget  balancers  reflect 
reductions  in  agencies'  ongoing  budgets.  As  discussed  below,  this  percentage  may  drop 
if  the  Board  of  Regents  raises  tuition  to  cover  all  or  part  of  its  $6.84  million  budget 
reduction  for  fiscal  1992.  If,  for  example,  one-half  of  the  total  is  handled  by  tuition 
increases,  the  percentage  of  total  budget  balancers  achieved  through  budget  reductions 
will  drop  to  35.5  percent. 


TABLE  6 

Types  of  Budget  Balancers 

Fiscal  1992 


Type 


Specific  Reductions 

Nonspecific  Reductions 

TOTAL  REDUCTIONS  IN  AGENCY 
OPERATIONS 

Delayed  Programs 

Increased  Revenue  Estimates 

Fee  Increases 

Fund  Balance  Transfers 

Funding  Switches 

Caseload  Decreases 

Local  Gov't/Schools  Pass-Throughs 

TOTAL 


Amount 

Percent  of  Total 

$   3,577,966 

11.4% 

11,000,565 

35.0% 

14,578,531 

46.4% 

1,607,210 

5.1% 

6,133,979 

19.5% 

79,544 

0.3% 

968,395 

3.1% 

963,800 

3.1% 

5,137,479 

16.4% 

1.945.396 

6.2% 

$31,414,334 

100.0% 

Over  19  percent  of  the  total  budget  balancers  reflect  increases  in  revenue 
estimates.   An  additional  3.1  percent  results  from  one-time  transfers  of  fund  balances. 
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And  6.2  percent  of  the  reductions  reflect  decreased  pass-through  funds  to  or  increased 
costs  for  local  governments  and  schools. 

Reductions  in  Agency  Operations 

OBPP  grouped  reductions  in  agency  operations  into  three  categories:  specific 
service  reductions  ($2.2  milhon),  service  efficiencies  ($2.1  million),  and  nonspecific 
savings  ($11.0  million).  Attachment  B  is  OBPP's  summary  of  the  Executive  Order  by 
agency,  showing  the  category  for  each  budget  balancer. 

Examples  of  the  budget  reductions  OBPP  categorized  as  "service  reductions" 
include  the  50  percent  reduction  in  funding  for  foster  care  respite  and  in-home  services 
in  DPS;  eliminating  $240,000  of  the  funds  appropriated  to  D  of  A  for  university  system 
deferred  maintenance,  equipment,  and  projects;  and  reducing  state  aid  to  local  libraries 
by  $41,317. 

Examples  of  "service  efficiencies"  include  designing  DFS's  Management 
Information  System  in-house,  saving  $105,922;  reducing  payments  to  personal  care 
contract  providers  in  SRS;  reducing  funding  for  the  Flathead  Basin  Commission  in  the 
Governor's  Office;  and  reducing  the  Transportation  of  Prisoners  appropriation  in  the 
Department  of  Justice  by  15  percent.  Since  the  Transportation  of  Prisoners  program  has 
required  substantial  supplemental  during  the  last  two  biennia,  this  savings  may  be 
difficult  to  realize. 

The  largest  portion  in  OBPP's  $11.0  million  "nonspecific  savings"  category  is  the 
$6.84  million  in  university  system  budget  reductions.  The  Board  of  Regents  has  not  yet 
determined  how  much  of  this  amount  will  be  provided  through  tuition  increases  and  how 
any  remaining  revenue  shortfall  will  be  met.   If  the  Board  of  Regents  raises  tuition  to 
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cover  a  portion  of  the  shortfall,  the  total  fiscal  1992  budget  reductions  achieved  through 
cuts  in  agency  operations  will  drop  below  the  $14.1  million  shown  in  Table  6. 

It  is  important  to  note  that  the  Board  of  Regents  stated  that  its  $6.84  million 
reduction  "includes  any  amount  by  which  funds  appropriated  for  the  benefit  of  higher 
education  are  removed  from  the  budget  of  any  other  agency,  such  as  the  Department  of 
Administration".  The  Executive  Order  directs  D  of  A  to  reduce  the  appropriation  for 
university  system  projects  by  $240,000.  Therefore,  this  amount  may  be  "double-counted" 
in  OBPFs  totals. 

Increased  Revenue  Estimates 

Table  7  shows  the  $6.1  million  of  increased  revenue  estimates  included  in  the 
Executive  Order. 


TABLE  7 

Revenue  Estimate  Increases,  FY92 

REVENUE 

Liquor  profit  revenue 

$1,000,000 

Corporation  &  natural  resource  tax  initiatives 

1,916,250 

Income  and  misc.  tax  initiatives 

560,000 

SRS 

Unreconciled  balance 

1,000,000 

CORRECTIONS  AND  HUMAN  SERVICES 

FY90  cost  settlements 

1,094,664 

FY92/93  institutional  reimbursements 

507,065 

STATE  LANDS 

Federal  forest  fire  reimbursements 

56.000 

TOTAL 

$6,133,979 

DOR  is  directed  by  the  Executive  Order  to  increase  collections  from  income, 
corporation,  and  natural  resource  taxes  by  $2.5  million  in  fiscal  1992  by:  1)  concentrating 
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audit  efforts  on  general  fund  revenue  sources  and  reducing  or  eliminating  time  spent  on 
cigarette,  accommodations,  and  other  miscellaneous  taxes;  2)  accelerating  corporation 
tax  audits  by  completing  audits  this  biennium  that  were  scheduled  for  the  1995  biennium; 
and  3)  intensifying  audit  efforts  against  nonfilers.  The  biennial  revenue  estimates 
adopted  by  the  legislature  already  include  $4.3  million  due  to  increased  audit  and 
collections  work  by  additional  staff  authorized  by  the  1991  legislature.  In  addition,  DOR 
is  directed  to  deposit  an  additional  $1  million  of  liquor  store  profits  realized  as  a  result 
of  "bailment".   In  fiscal  1991,  DOR  deposited  $4  million  generated  by  this  change. 

SRS  is  required  to  deposit  $1.0  million  from  an  unreconciled  federal  account  in 
the  general  fund.  During  the  1991  session,  legislators  were  aware  of  this  account  and 
included  the  following  language  in  House  Bill  2: 

Upon  final  dcicmiination  of  all  general  fund  money  in  the  dcpartmcni's  unreconciled  special  revenue  fund 
balance  (in  the  approximaie  lotal  amount  of  52.530,153)  and  Ihc  dcposil  of  ihcsc  funds  in  the  general  fund, 
$438,795  in  fiscal  1992  and  $485,182  in  fiscal  1993  are  appropriated  to  fund  the  additional  general  fund  costs  of 
the  TEAMS  project. .TVny  funds  remaining  in  the  special  revenue  fund  to  which  the  stale  is  entitled  must  be 
deposited  in  the  general  fund.  However,  if  a  subsequent  reconciliation  concludes  that  the  funds  transferred  from 
the  unreconciled  account  to  the  general  fund  belong  to  the  federal  government,  the  department  may  request  a 
general  fund  supplemental  appropriation  to  repay  the  federal  funds. 

In  addition,  House  Bill  569  appropriated  $547,339  from  the  unreconciled  account 
to  DFS.  To  date,  SRS  has  deposited  $1.5  million  from  this  account  in  the  general  fund 
and  legislative  revenue  estimates  have  been  increased  by  a  like  amount.  While  the 
Executive  Order  directs  SRS  to  deposit  an  additional  $1.0  million  from  the  account  into 
the  general  fund  in  fiscal  1992,  the  House  Bill  2  language  authorizes  the  agency  to 
request  a  general  fund  supplemental  from  the  1993  legislature  if  further  reconciliation 
shows  any  portion  of  the  deposited  balance  was  federal  funds. 

DCHS  has  increased  its  revenue  estimate  for  institutional  reimbursements  by  $1.6 
million  in  fiscal  1992,  including  a  fiscal  1990  cost  settlement  for  $1,094,664  that  was  cited 
in  a  1991  legislative  audit  and  $507,065  in  increased  1992  medicaid,  private  pay,  and 
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veteran's  reimbursements.  OBPP's  revised  revenue  estimates  also  include  a  $187,000 
increase  in  institutional  reimbursements  for  fiscal  1992.  It  appears  that  a  portion  of 
these  funds  may  be  "double-counted"  because  they  are  included  in  both  OBPP's  revised 
revenue  estimates  and  DCHS's  budget  balancer  total. 

Fee  Increases 

A  very  small  portion  ($79,544  or  0.3  percent)  of  the  "budget  balancers"  will  be 
provided  with  increased  fee  revenue  paid  by  Montana  citizens  and  local  governments. 

The  Department  of  Health  and  Environmental  Sciences  (DHES)  plans  to  increase 
fees  for  birth  certificates  from  $5  to  $10  and  DSL  will  fund  a  larger  part  of  its  nursery 
program  with  fees  earned  from  seedling  sales  and  is  considering  raising  these  fees  by 
$0.03  per  tree. 

However,  the  portion  of  budget  balancers  produced  by  fees  will  increase 
substantially  if  tuition  is  raised.  The  Board  of  Regents  is  considering  proposals  to  raise 
tuition  by  $2.34  million  to  $4.67  million  to  offset  the  $6.84  million  general  fund  budget 
reduction  imposed  by  the  Executive  Order.  If  that  occurs,  increased  fee  revenue  will 
comprise  7.7  to  15.1  percent  of  the  budget  balancing  package  contained  in  the  Executive 
Order. 
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Fund  Balance  Transfers  and  Funding  Switches 

Table  8  shows  the  fund  balance  transfers  and  funding  switches  imposed  by  the 
Executive  Order.  These  budget  balancers  account  for  6.2  percent  of  the  total  budget 
reduction  contained  in  the  Executive  Order. 


TABLE  8 

Fund  Balance  Transfers  and  Funding  Switches 

FY92  Total 

FUND  BALANCE  TRANSFERS 

SRS  -  Child  support  enforcement 

$500,000 

Administration  -  Social  security  interest 

110,964 

-  Internal  service  accounts 

146,000 

Governor's  Office  -  ARCO  balance 

28,000 

Military  Affairs  -  federal  balance 

183.431 

Total 

$968,395 

FUNDING  SWITCHES 

SRS  -  Child  care  services 

$153,404 

-  State  Medicaid 

67,520 

Family  Services  -  Increased  indirect  cost  allocation 

412,413 

Governor's  Office  -  Indirect  costs 

5,000 

Livestock  -  Increased  indirect  costs  and  fund  balance 

65,000 

DNRC  -  Increase  federal  funds  for  Missouri  River  reservation 

30,000 

Arts  Council  -  Increased  federal  funds 

3,960 

Historical  Society  -  Increased  federal  funds 

6,518 

DNRC  -  MFSA/MEPA  fee  work 

20,000 

Administration  -  Reallocate  costs  to  proprietary  accounts 

34,000 

Justice  -  Forfeiture  fees  replace  general  fund 

8,385 

Transportation  -  HB77  retirement 

27,600 

State  Lands  -  Slash  and  forestry 

130.000 

Total 

$963,800 

The  1991  legislature  session  authorized  a  minimum  $500,000  balance  in  the 
account  that  supports  the  Child  Support  Enforcement  Division  for  cash  flow  purposes. 
House  Bill  2  states:  "Any  cash  fund  balance  in  excess  of  $500,000.. .at  the  end  of  each 
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fiscal  year  must  be  deposited  in  the  state  general  fund."  As  a  result  of  the  Executive 
Order,  SRS  will  deposit  this  $500,000  balance  in  the  general  fund  and  use  general  fund 
loans  for  cash  flow  purposes  until  the  fund  balance  in  the  account  is  adequate  to  finance 
operations. 

The  Public  Employees  Retirement  System  (PERS)  is  directed  to  deposit  $110,964 
of  social  security  interest  earnings  in  the  general  fund.  Prior  to  fiscal  1987,  PERS 
collected  social  security  payments  from  political  subdivisions  and  the  state  and  earned 
interest  on  these  payments  prior  to  remitting  them  to  the  federal  government.  Although 
legislation  passed  during  the  June  1986  special  session  requires  that  interest  in  excess  of 
outstanding  obligations  be  deposited  in  the  general  fund,  D  of  A  has  not  done  so,  due 
to  a  pending  federal  assessment  against  the  state.  Under  the  Executive  Order,  D  of  A 
is  also  directed  to  deposit  in  the  general  fund  $146,000  in  balances  from  its  computer 
services  and  photocopy  pool  proprietary  accounts. 

In  1989,  the  Atlantic  Richfield  Company  (ARCO)  donated  $750,000  for  the  Clark 
Fork  River  Demonstration  project.  The  Governor's  Office  will  deposit  the  unspent 
balance  from  this  donation  ($28,000)  in  the  general  fund.  ARCO's  letter  donating  the 
funds  did  not  specify  the  disposition  of  unused  funds. 

SRS  will  implement  two  funding  switches  as  a  result  of  the  Executive  Order.  It 
will  use  federal  block  grant  funds  to  offset  general  fund  appropriated  for  child  care 
provider  rate  increases.  During  the  1991  legislature,  this  funding  switch  was  approved, 
contingent  on  the  federal  rules  allowing  it.  In  addition,  SRS  plans  to  shift  $67,520  of 
State  Medical  costs  to  medicaid.  With  this  reduction,  the  fiscal  1992  general  fund 
appropriation  for  State  Medical  will  be  65  percent  less  than  was  actually  spent  in  fiscal 
1990.    At  SRS's  request,  the  legislature  reduced  the  fiscal  1992  appropriation  by  $2.3 
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million  for  cost  shifts  to  medicaid  and  $1.1  million  for  administrative  efficiencies. 
However,  the  legislature  gave  SRS  authority  in  House  Bill  2  to  transfer  funds  from 
general  fund  medicaid  appropriations  to  this  program  should  the  State  Medical 
appropriation  be  insufficient.  The  general  fund  reduction  imposed  in  the  Executive 
Order  is  in  addition  to  the  $3.4  million  reduction  from  current  level  already  approved 
by  the  legislature. 

DPS  anticipates  receiving  $412,413  increased  federal  funds  for  foster  care,  child 
protective  services,  and  day  care  provider  rate  increases.  It  is  directed  to  reduce  fiscal 
1992  general  fund  appropriations  by  that  amount. 

The  Governor's  Office  will  reduce  the  general  fund  appropriation  for  indirect  cost 
allocations  and  will  increase  the  payments  to  the  state  special  revenue  fund.  In  the  past, 
the  agency  had  deposited  additional  federal  funds  collected  from  indirect  cost  allocations 
in  the  general  fund.  Agency  documentation  states:  "the  net  effect  to  the  general  fund 
will  be  the  same". 

The  Department  of  Livestock  will  receive  $20,000  in  increased  federal  indirect 
costs  as  a  result  of  the  supplemental  the  Governor  has  approved  for  the  livestock  meat 
inspection  budget  modification.  The  Executive  Order  directs  the  agency  to  use  these 
funds  and  an  excess  of  $45,000  in  the  agency's  livestock  inspection  and  control  account 
to  offset  general  fund  appropriations. 

House  Bill  77  appropriated  $345,000  general  fund  in  fiscal  1992  and  a  statutory 
appropriation  from  the  highways  special  revenue  account  to  fund  increased  retirement 
benefits  for  Highway  Patrol  officers.  As  a  result  of  the  Executive  Order,  the  $27,600 
general  fund  budget  reduction  may  result  in  increased  costs  to  the  highways  special 
revenue  fund. 
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Caseload  Decreases 

Three  agencies--SRS,  Labor  and  Industry,  and  DFS--predict  that  their  caseloads 
will  be  less  than  estimated  during  the  legislature,  as  shown  in  Table  9. 


TABLE  9 

Caseload  Reductions 

Agencv 

FY92  Reduction 

LABOR 

Silicosis  Benefits 

$      7,094 

SRS 

Medicaid 

4,563,000 

GA  Project  Work 

100,000 

FAMILY  SERVICES 

Medicaid  Inpatient  Psychiatric 

467.385 

Total  Caseload  Reductions 

$5,137,479 

Labor  anticipates  that  the  number  of  silicosis  beneficiaries  will  be  less  than  the 
number  budgeted  for  in  fiscal  1992,  allowing  a  reduction  of  $7,904  in  benefits. 

SRS  is  estimating  that  fiscal  1992  medicaid  expenditures  will  be  $16.1  million  (or 
7.1  percent)  less  than  the  amount  appropriated  by  the  1991  legislature,  allowing  a  $4.6 
million  general  fund  reduction.  Based  on  the  two  months  of  available  fiscal  1992  data, 
it  is  difficult  to  determine  whether  this  reduced  caseload  estimate  is  realistic.  For  the 
past  several  biennia,  caseloads  have  often  exceeded  estimates.  For  example,  SRS 
received  a  $12.2  million  general  fund  supplemental  from  the  1991  legislature,  due 
primarily  to  larger  than  anticipated  caseloads  and  medicaid  costs. 

DFS  plans  to  amend  medicaid  rules  so  that  parental  assets/income  is  considered 
when  medicaid  eligibility  is  established  for  minors  placed  in  inpatient  psychiatric 
treatment  facilities.    Currently,  the  assets/income  of  parents  are  disregarded  when 

23 


eligibility  determinations  are  made  under  these  circumstances.  The  net  effect  of  the  rule 
change  will  be  to  decrease  the  number  of  adolescents  eligible  to  receive  inpatient 
psychiatric  medicaid  services.  However,  this  may  not  restrict  access  to  treatment  at  the 
facilities  if  the  parents  or  other  entities  are  able  to  pay.  DFS  estimates  that  fiscal  1992 
general  fund  costs  will  be  reduced  by  $467,385  as  a  result  of  the  reduced  medicaid 
caseload.  SRS  proposed  this  rule  change  in  the  1991  biennium  after  a  report  to  the 
Legislative  Finance  Committee  raised  the  issue,  but  the  proposed  rule  was  not  adopted 
due,  in  part,  to  industry  concerns. 

Since  medicaid  is  an  entitlement  program,  SRS  and  DFS  will  have  to  seek 
supplemental  funding  from  the  1993  legislature  if  the  anticipated  medicaid  caseload 
reductions  do  not  occur. 

Pass-Through  Funds  and  Increased  Costs  to  Local  Governments  and  Schools 

Table  10  shows  the  impact  of  the  Executive  Order  on  Montana  local  governments 
and  schools.  Over  6  percent  of  the  total  $31.4  million  general  fund  budget  balancers  will 
come  from  reduced  pass-through  funds  or  increased  costs  to  these  entities. 
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TABLE  10 
Local  Government  and  School 

Impact 

FY92 

Percent 
Reduction 

SCHOOL  DISTRICTS 

Gifted  and  Talented 

$  45,000 

15.0 

Secondary  Vo-Ed* 

792,549 

44.0 

Adult  Basic  Education** 

80,000 

8.0 

Impact  Aid 

750 

15.0 

Total 

$918,299 

LOCAL  GOVERNMENTS 

Commerce  -  Coal  Board  grants 

$500,000 

19.6 

-  Lewis  &  Clark  Interpretative  Center 

56,000 

8.0 

State  Lands  -  equalization  payments 

21,200 

8.0 

Highway  Traffic  Safety  -  DUI  payments 

15,920 

8.0 

Library  Commission  -  State  Aid  to  Libraries 

41,317 

8.0 

Corrections  and  Human  Services  -  Court-ordered  Evaluations 

399,636 

NA 

Administration  -  STAB  contingency 

53,024 

12.0 

Total 

$1,087,097 

GRAND  TOTAL 

$2,005,396 

'Biennial  appropriation 

••$20,000  general  fund  reduction  in  Executive  Order  will  reduce  federal  funds  by 

additional  $60,000  per  year 

an 

The  Executive  Order  reduces  secondary  vocational  education  pass-through  funds 
to  districts  by  44  percent.  These  grants  are  used  to  purchase  and  maintain  equipment 
and  supplies,  provide  funds  for  instructional  travel,  and  pay  for  faculty  contracts  which 
exceed  nine  months.  Adult  Basic  Education  funds  for  districts  will  be  reduced  $80,000 
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in  fiscal  1992,  since  the  $20,000  general  fund  reduction  in  the  Executive  Order  will  result 
in  the  loss  of  $60,000  in  federal  funds. 

The  largest  impact  on  counties  will  be  reduced  Coal  Board  grants  and  the  new 
DCHS  charge  for  court-ordered  evaluations.  OBPP  has  directed  the  Department  of 
Commerce  to  reserve  $500,000  per  fiscal  year  of  Coal  Board  grant  funds  for  reversion 
to  the  school  equalization  account  at  the  end  of  the  biennium.  This  is  19.6  percent  of 
the  fiscal  1992  appropriation. 

Under  the  Executive  Order,  DCHS  began  on  October  1  charging  counties  for  the 
costs  of  court-ordered  psychiatric  evaluations.  DCHS  estimates  that  this  will  generate 
$399,636  in  fiscal  1992  and  $513,454  in  fiscal  1993.  While  counties  can  seek 
reimbursement  for  this  new  expense  from  the  District  Court  Criminal  Reimbursement 
program  administered  by  the  Montana  Supreme  Court,  use  of  the  program's  funds  for 
this  purpose  will  reduce  funds  available  for  grants  to  district  courts. 

The  Executive  Order  reduces  Highway  Traffic  Safety's  appropriation  for  pass- 
through  funds  for  counties'  drinking  and  driving  prevention  programs  by  $15,920.  The 
funding  for  this  appropriation  comes  from  the  drivers'  license  reinstatement  fees. 
Current  statute  (Sections  61-2-107  and  61-2-108,  MCA)  contains  specific  language 
concerning  the  disposition  of  this  revenue: 

The  department  shall  deposit  one-half  of  the  [driver's  license  reinstatement  fees)  in  the  general  fund  to  be  used 
for  funding  county  drinking  and  driving  prevention  programs... the  department  shall  transmit  the  county  portion 
of  the  license  reinstatement  fees  collected  in  that  county  to  the  county  treasurer...al  the  end  of  each  quarter. 

Delayed  Programs 

The  Executive  Order  requires  several  agencies  to  delay  budget  modifications  or 
projects  authorized  by  the  1991  legislature  until  later  in  the  biennium,  as  Table  11  shows. 
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TABLE  11 

Delayed  Programs/Projects 

1992 

Revised 

Savings 

Implementation 

Date 

JUSTICE 

VIN  inspection 

$  42,750 

1993 

Motor  vehicle  automation 

51,144 

1993 

Fire  Marshall  expansion 

90,667 

1993 

AGRICULTURE 

Groundwater/pesticide  education  program 

80,174 

1993 

SRS 

DD  early  intervention 

320,000 

1993 

Supported  living 

86,296 

1993 

OBRA  90 

155,300 

DNRC 

Lower  Missouri  EIS 

43,500 

Nevada  Creek  feasibility  study 

50,000 

CORRECTIONS  AND  HUMAN  SERVICES 

Corrections  modification 

450,000 

1993 

Women's  pre-release 

237.379 

1993 

Total 

$1,607,210 

1993 

For  example,  in  DCHS  the  new  women's  pre-release  center  will  not  be  opened 
until  fiscal  1993,  and  other  community  correction  budget  modifications  will  be  delayed 
as  well.  In  SRS,  $561,596  will  be  saved  by  delaying  implementation  of  new  programs. 
The  1991  legislature  provided  funding  for  30  additional  slots  in  Supported  Living  and 
Supported  Work  programs  for  developmentally  disabled  persons  on  the  services  waiting 
list.  The  Executive  Order  will  postpone  delivery  of  these  services  to  approximately  50 
developmentally  disabled  until  fiscal  1993.  The  legislature  also  provided  funding  to 
expand  early  intervention  programs  for  infants  and  toddlers  who  have  special  needs. 
The  Executive  Order  delays  this  expansion  until  fiscal  1993. 


27 


IMPACT  OF  BUDGET  CUTS  ON  1995  BIENNIUM 


TABLE  12 

"One-Time"  Savings 

Revenue  estimate  increases 

$4,125,664 

Fund  balance  transfers 

968,395 

Funding  Switches 

105,000 

Program  delays 

1.607.210 

Total 

$6,806,269 

Table  12  provides  a  total  for  the  "budget  balancers"  included  in  the  Executive 
Order  that  are  definitely  "one-time"  savings.  As  it  shows,  nearly  $7  million  of  the  $31.4 
million  in  savings  contained  in  the  Order  will  not  be  available  again  in  the  1995 
biennium.  Further,  the  program  expansions  delayed  in  fiscal  1992  to  generate  savings  will 
be  in  full  operation  by  the  time  the  1993  legislature  meets,  requiring  the  legislature  to 
reduce/eliminate  an  existing  program  or  provider  rate  increase  or  find  additional 
revenues  to  fund  them  during  the  1995  biennium.  Even  some  of  the  reductions  in 
agency  operations  imposed  in  the  Executive  Order  will  not  reduce  the  "budget  base"  for 
the  next  biennium.  Agencies  have  indicated  that  they  plan  to  reduce  or  eliminate 
equipment  purchases  and  hold  authorized  positions  vacant  in  order  to  achieve  the 
required  savings.  Under  current  budgeting  procedures,  these  types  of  reductions  do  not 
affect  the  base  used  in  constructing  the  1995  biennium  budget. 

In  addition,  based  on  OBPFs  revised  revenue  estimates,  the  1993  legislature  will 
face  a  school  equalization  program  that  is  not  self-supporting.  OBPP  projects  that  the 
1993  legislature  will  need  to  approve  a  $48  million  general  fund  supplemental  for  the 
school  equalization  account  to  cover  the  program's  1993  biennium  costs.  While  the  cost 
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of  this  supplemental  is  included  in  OBPP's  budget  balancing  efforts  for  this  biennium, 
funding  existing  schedules  and  even  modest  inflationary  adjustments  in  the  next 
biennium  will  require  substantial  improvements  in  the  revenue  outlook  or  additional 


revenue. 
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Attachment  A 

Fiscal  1992  General  Fund  Budget  Balancers 
Contained  in  Executive  Order  28-91 


AGENCY 


LEGISLATIVE  AUDITOR 

LEGISLATIVE  FISCAL  ANALYST 

LEGISLATIVE  COUNCIL 

ENVIRONMENTAL  QUALITY  COUNCIL 

JUDICIARY 

GO  VERNOR  'S  OFFICE 

SECRET AR  Y  OF  STATE'S  OFFICE 

COMMISSIONER  OF  POL.  PRACTICES 

STATE  AUDITORS  OFFICE 

OFFICE  OF  PUBLIC  INSTRUCTION 

CRIME  CONTROL  DIVISION 

HIGHWA  Y  TRAFFIC  SAFETY 

DEPARTMENT  OF  JUSTICE 

PUBLIC  SERVICE  REGULATION 

BOARD  OF  PUBLIC  EDUCATION 

COMMISSIONER  OF  HIGHER  ED. 

SCHOOL  FOR  THE  DEAF  &  BLIND 

MONTANA  ARTS  COUNCIL 

LIBRAR  Y  COMMISSION 

HISTORICAL  SOCIETY 

DEPT  OFFISH,  WILDLIFE.  &  PARKS 

DEPT  HEALTH  &  ENVIRONMENTAL  SCI. 

DEPARTMENT  OF  TRANSPORTATION 

DEPARTMENT  OF  STATE  LANDS 

DEPARTMENT  OF  UVESTOCK 

DEPT  OF  NATURAL  RESOUCES  &  CON. 

DEPARTMENT  OF  REVENUE 

DEPARTMENT  OF  ADMINISTRATION 

DEPARTMENT  OF  AGRICULTURE 

DEPT  OF  CORRECTIONS  &  HUMAN  SER. 

DEPARTMENT  OF  COMMERCE 

LABOR  &  INDUSTRY 

MIUTARY  AFFAIRS 

DEPT  OF  SOCIAL  &  REHAB.  SER. 

DEPAR  TMENT  OF  FAMIL  Y  SER  VICES 

ITOTAL 


OBPP  TARGET 
REDUCTION 
(8/16/91) 


$101,785 
76,800 
176,503 
23,779 
680,107 
214,867 
85,109 
14,007 
192.411 
1,260,693 
40,547 
15,920 
1,020,637 
174,335 
9,761 
10,427.151 
220.836 
11,465 
103,973 
106,562 
34,459 
384,680 
75,414 
741,281 
65,147 
390,118 
1 ,677,952 
550,101 
99,929 
5,968,635 
294,810 
62,559 
183,431 
7,597,609 
2,508,439 

$35,591,812 


EXECUTIVE 
ORDER 


$0 
0 
0 
0 
0 
103,000 
82,494 
17,156 
69,000 
1,162,149 
40,547 
15,920 
581,221 
0 
9,761 
6,840,000 
56,878 
7,860 
101,960 
79,046 
34,459 
299,136 
75,414 
750,711 
65,000 
353,728 
3,619,040 
682,478 
99,930 
4,851,244 
556,000 
46,099 
183,431 
8,354,670 
2,273,989 

$31,412,321 


PERCENT  OF 
TARGET 


0.00% 
0.00 
0.00 
0.00 
0.00 
47.94 
96.93 

122.48 
35.86 
92.18 

100.00 

100.00 

56.95 

0.00 

100.00 
65.60 
25.76 
68.56 
98.06 
74.18 

100.00 
77.76 

100.00 

101.27 
99.77 
90.67 

215.68 

124.06 

100.00 
81.28 

188.60 
73.69 

100.00 

109.96 
90.65 

88.26% 
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AGY#        SAVINGS  TYPE 
htOI  TOTAL 

1101  UNSPECIFirO 

MIO^  TOTAL 

1102  UNSPECIFIED 

f1 104  TOTAL 
1104  UNSPECIFIED 

ni11  TOTAL 

1^110  TOTAL 

raiOi  TOTAL 
3101  FUNDING  SWITCH 
3101  FUNDBALTRAN 
3101  EFFICIENCIES 
3101  EFFICIENCIES 
3101  SERVICE  REDUCTION 
3101  SERVICE  REDUCTION 
3101  SERVICE  REDUCTION 
3101  SERVICE  REDUCTION 

3201  TOTAL 
3201  FUNDBALTRAN 
3201  FUNDBALTRAN 
3201  UNSPECIFIED 


ATTACHMENT    B 
OFFICE  OF   BUDGET  AND   PROGRAiM  PLANNING  (REVISED) 

AGENCY/SAVINGS  ITEM 
LEQISLAtlVe  AUDITOR 
LEGISLATIVE  AUDITOR 


LEG}SlAT|VEFI$OAl*  ANALYST 
LEGISLATIVE  FISCAL  ANALYSt 

LEGISLATIVE  COUNCIL 
LEGISLATIVE  COUNCIL 

eMiiroi^MSiTiireiCMcnrredOfiaL 

JUDICIARY 

G0VERNOP6  OFFjCe 

INDIRECT  COST  ADJUSTMENT 

ARCO  BALANCE 

NASBO  ANNUAL  MEETING 

FLATHEAD  BASIN  COMMISSION 

REDUCED  AIRCRAFT  USEAGE 

EQUIPMENT  AND  OPERATING  REDUCTIONS 

VACANCY  SAVINGS/FURLOUGHS 

ORGANIZATIONAL  DUES 

SECRETARY  OF  STATED  OFflCE 
RECORDS  MANAGEMENT  ' 
ADMINISTRATIVE  CODE 
SEC  OF  STATE 


|3201  SERVICE  REDUCTION  SEC  STATE  MODS 

320a  TOTAL  C0Mf4fSaiONER  OF  FOtmCAl  PRAC 

3202  SERVICE  REDUCTION   COMMISSIONER  OF  POLITICAL  PRACTICES  (BIEN) 


1^401  TOTAL 
3401  UNSPECIFIED 

3501  TOTAL  •""■^-~~'^- 
3501  UNSPECIFIED 
3501  SERVICE  REDUCTION 
3501  SERVICE  REDUCTION 
3501  SERVICE  REDUCTION 
3501  SERVICE  REDUCTION 

pro?  TOTAL 
4107  UNSPECIFIED 


STATE  AUDITORS  OFFICE 
STATE  AUDITOR 

OPI  ADMINISTRATION 
SECONDARY VO-ED 
ADULT  BASIC  ED 
GIFTED  AND  TALENTED 
IMPACT  AID 

CRIME  CONTROL  DIVIsrON 
CRIME  CONTROL 


1992 
NGS 

FY  1993 
PROPOSED 

76,800 
76,800 

73,868 
73,808 

176,503 
176,503 

173.772 
173.772 

^4108  TOTAL  ""  HKSlRWAY  trarnc  SAFFfY 

4108  SERVICE  REDUCTION   HIGHWAY  SAFETY 


103,000 

299,99$ 

5,000 

5,000 

28,000 

5,000 

5,000 

12,000 

12,000 

10,000 

10,000 

43,000 

97,000 

154.995 

16,000 

82,434      ■■ 

78,401 

20,000 

20,000 

12,494 

13,401 

70,000 

25,000 

"'^^17,156 

17,156 

69,000 

96.000 

69,000 

96,000 

i:f  627149 

'    359300 

303,850 

293,350 

792,549 

0 

20,000 

20,000 

45,000 

45,000 

750 

750 

40,647 

Aim- 

40,547 

42,973 

rs,926 

""  15,920 

15,920 

15,920 

AGY#        SAVINGS  TYPE 

4110  FUNDING  SWITCH 
4110  FUNDING  SWITCH 
4110  FUNDBALTRAN 
4110  FUNDBALTRAN 
4110  UNSPECIFIED 
4110  DELAYS 
4110  DELAYS 
4110  DELAYS 
4110  EFFICIENCIES 
4110  EFFICIENCIES 


5101  TOTAL 

5101  FUNDING  SWITCH 

5101  UNSPECIFIED 

5102  TOTAL 

5102  UNSPECIFIED 

6113  TOTAL 

5113  FUNDBALTRAN 

5113  UNSPECIFIED 


AGENCY/SAVINGS  ITEM 

DEPARTMENT  OF  JUSTICE     ^ 

FED  FUNDS  FOR  SPECIAL  DRUG  INVESTIGATIONS 

DRUG  FORFEITURE  FUNDS 

VARIOUS  SPECIAL  REV  ACCTS(2015,2017,2018,2019) 

HB494  DRIVER'S  UC  REINSTATEMENT  FEES 

JUSTICE 

VIN  INSPECTION  DELAY 

FIRE  MARSHALL  EXPANSION  DELAY 

COUNTY  TREASURER  AUTOMATION 

TRANSPORTATION  OF  PRISONERS 

MOTOR  VEHICLE  DIVISION  OPERATIONS 


FY  1992 
SAVINGS 


8,385 


50,000 
42,750 
90,667 
51,144 
50,000 
288.275 


PUBLIC  SERVICE  REGULATION  ""' 

BOARD  OF  PUBUC  EDUCATION 

BILL  CSPAC  &  RESEARCH  FOR  ADMIN  COSTS 

BD  OF  PUB  ED 

COMMfSSIONER  OF  HIGHER  ED 
UNIVERSITY  SYSTEM 


>  ^WWfWWWMOM^M^HWNIfM*^    ■ 


SCHOOL  FOR  THE  DEAF  &  BUND 
MSD&BLRB  PROJECTS 
DEAF  AND  BLIND  SCHOOL 


5114  TOTAL  MONTANA  ARTS  COUNCIL 

5114  FUNDING  SWITCH         FED  FUNDS  ARTS  COUNCIL 
5114  SERVICE  REDUCTION  ARTS  COUNCIL 


5115  TOTAL 

5115  UNSPECIFIED 

5115  SERVICE  REDUCTION 


UBf^ARY  COMMISSION  : 

STATE  LIBRARY 

STATE  AID  TO  LIBRARIES 


51 17  TOTAL  HISTORICAL  SOCIETY 

5117  SERVICE  REDUCTION  HISTORICAL  SOCIETY 

W)f  TOTAl  " ■     "  DEPT  OF  FISH,  WJIDUFE  &  f^ARKS^ 

5201  SERVICE  REDUCTION  FISH,  WILDLIFE,  AND  PARKS 


5301  TOTAL 
5301  FUNDING  SWITCH 
5301  NEW/INCRFEE 
5301  UNSPECIFIED 


DEPT  HEALTH  &  EflVlRON  SCIENCES 

VARIOUS 

BIRTH  AND  DEATH  CERTIFICATES(A) 

HEALTH  AND  ENVIRONMENTAL  SCIENCES 


5401  TOTAL "' DEPAHTMENT'OFtR'AN'SPORTATrOfl"^" 

5401  FUNDING  SWITCH         SB77  HIGHWAY  PATROL  RET 
5401  SERVICE  REDUCTION  TRANSPORTATION 


5S61  TOTAL 

5501  FUNDING  SWITCH 

5501  FUNDING  SWITCH 

5501  NEW/INCRFEE 

5501  REVESTINCR 

5501  UNSPECIFIED 

5501  DELAYS 

5501  SERVICE  REDUCTION 

5501  SERVICE  REDUCTION 


DEPARTMENT  OF'5ST/tflOAHDS 

SHIFT  3  FTE  FORESTORS  TO  URBAN  FORESTRY  GR 

REPLACE  GF  WITH  SLASH 

TREE  SEEDLING  PRICES  (A) 

FEDERAL  FOREST  FIRE  REIMBURSEMENT 

FORESTRY  DIV  MISC  REDUCTIONS 

DELAY  ECONOMIC  ANALYSIS  OF  RECR  ACCESS 

STATE  EQUALIZATION  PAYMENTS 

STATE  LANDS 


.  9,761 
6,509 
3,252 

6,840,000 
6,840,000 

56,879 

56.878 


7.M0 
3,960 
3,900 

101,960 
60,643 
41,317 

79,045 
79,046 

34,459 

"299,136 

110,225 

44,544 

144,367 

~"75;414 
27,600 
47,814 

rso;7ii 

70,000 

60,000 

35,000 

56,000 

151,237 

250,000 

21,200 

107,274 


FY  1993 
PROPOSED 

'..    1.0H42^ 
343,64t'^ 

90,368 

400,000 

117,032 

57,000 

36,376 

50,000 


9,543 
6,552 
2,991 


85.553 
29,000 
56,553 

6,4&8 

3,960l^ 

2,538 

85,2a2' 
62,562 
22,640 

66,58C 
66,580 

34,837 

303,116; 

110,225 

44,544 

148,347 

""49,9W- 
18,640 
31,353 

93,000 
60,000 
35,000  •• 
56,000 
151,237 

21,200 
49,926 


AGY#        SAVINGS  TYPE 

5603  TOTAL 

5603  FUNDING  SWITCH 

5706  TOTAL 
5706  FUNDING  SWITCH 
5706  FUNDING  SWITCH 
5706  NEW/INCR  FEE 
5706  UNSPECIFIED 
5706  UNSPECIFIED 
5706  UNSPECIFIED 
5706  UNSPECIFIED 
5706  DELAYS 
5706  DELAYS 

K586'1:Tt)l7U!""'''™'-^^^^^ 
■  5801  REVESTINGR 

5801  REVESTINCR 

5801  REVESTINCR 

5801  SERVICE  REDUCTION 

5801  SERVICE  REDUCTION 

i  6101  TOTAL 
6101  FUNDING  SWITCH 
6101  FUNDING  SWITCH 
6101  FUNDBALTRAN 
6101  FUNDBALTRAN 
6101  FUNDBALTRAN 
6101  UNSPECIFIED 
6101  UNSPECIFIED 
6101  SERVICE  REDUCTION 
6101  SERVICE  REDUCTION 
6101  SERVICE  REDUCTION 


AGENCY/SAVINGS  ITEM 

DePARTMeNTOFLIVg$T^K      

LIVESTOCK  FUNDS 


DEPT  NAT  FteSOURCe/CONSERVATION 

MFSA/MEPA  PROJECTS 

FEDERAL  FUNDS  FOR  MISSOURI  RESERVATIONS 

WATER  RIGHTS  AT  TIME  OF  SALE 

RESERVED  WATER  RIGHTS  COMPACT  COMMISSION 

WATER  RESOURCES 

ENERGY  DIVISION 

DNRC  VACANCY  SAVINGS,  OPERATING,  EQUIPMENT 

LOWER  MISSOURI  EIS 

DELAY  NEVADA  CR  FEASIBILITY  ONE  YR 

■DEPARtME^It■OFlE\/e^{0111^ 
CORP  &  NATURAL  RES  TAX  INITIATIVES 
INCOME  &  MISC  TAX  INITIATIVES 
LIOUOR  ENTERPRISE  TRANSFER 
DIRECTOR'S  OFFICE 
CENT  SVS,  DATA  PROCESSING  CUTS 

DEPARTMENT  OF  ADMINISTRATION 

EMPLOYEE  BENEFITS  &  PROF  DEV 

ADMINISTRATION  OPERATOR 

COMPUTER  SERVICES  AND  TELECOMMUNICATIONS 

PHOTOCOPY 

INTEREST  ON  SOCIAL  SECURITY  CONTRIBUTIONS 

PRINTING  AND  PROCUREMENT  VACANCY  SAVINGS 

VACANCY  SAVINGS,  OPERATIONS,  EQUIPMENT 

REDUCE  FUNDING  FOR  U-SYST  HB5 

ELIMINATE  SELECTED  HARD  COPY  REPORTS 

SECURITY,  MAINTENANCE,  &  PARKING  LOT 


62(51  TOTAL  DEPARTMENT  OF  AGRICULTURE 

6201  SERVICE  REDUCTION  AGRICULTURE 


6401  TOTAL  ' 
6401  FUNDBALTRAN 
6401  NEW/INCR  FEE 
6401  REVESTINCR 
6401  REVESTINCR 
6401  UNSPECIFIED 
6401  UNSPECIFIED 
6401  DELAYS 
6401  DELAYS 
6401  EFFICIENCIES 
6401  EFFICIENCIES 
6401  SERVICE  REDUCTION 

^^isgrioTAL::;;::^::  r 

6501  FUNDBALTRAN 
6501  SERVICE  REDUCTION 


DEPT.  CORRECTIONS  S  HUMAN  SER 

MSP  INDUSTRIES/RANCH 

FEE  FOR  COURT  ORDERED  EVALUATIONS  (R) 

FY92/93  INSTITUTIONAL  REIMBURSEMENTS 

FY90COSTSEnLEMENTS 

DC&HS  SET  ASIDES 

VACANCY  SAVINGS  AND  MISC 

DELAY  WOMEN'S  PRERELEASE  CENTER 

DELAY  CORRECTIONS  MODS 

WORKER'S  COMP  RATE  ADJUSTMENT 

LICENSE  PLATE  FACTORY  SAVINGS 

CENTRAL  OPERATIONS 

DEPAMEiiiiiiiiiiiii^^^Pi 

COAL  BOARD  FUNDS 

LEWIS  AND  CLARK  INTERPRETIVE  CENTER 


mmmpL  lABOn^i^mmmM 

6602  SERVICE  REDUCTION  HUMAN  RIGHTS 

6602  SERVICE  REDUCTION  SILICOSIS  BENEFITS 

6602  SERVICE  REDUCTION  SILICOSIS  ADMINISTRATION 


FY  1992 

FY  1993 

SAVINGS 

PROPOSED 

^  ^5,000 

20.000 

65,000 

20,000 

OD7  *7Ci{i 

20,000 

iiOf,fVO 

40,000 

30,000 

40,000 

26,769 

0 

93,695 

21,935 

67,829 

114,298 

43,500 

43,500 

50,000 

50,000 

^mmmm 

■'"'^^m^iBm^ 

1,916,250 

3,083,750 

560,000 

957,547 

1,000,000 

76,100 

73,900 

66,690 

69,830 

682,478 

224.212 

30,000 

45,273 

4,000 

4,400 

100,000 

46,000 

46,000 

110,964 

28,000 

10,100 

6,541 

53,024 

52,288 

240,000 

8,390 

11,710 

80,000 

30,000 

■.     ^,930 

89,634 

99,930 

89,634 

4,651,244 

3.$19.228 

605,212 

399,636 

513,454 

507,065 

368,062 

1,094,664 

400,000 

400,000 

1,000,000 

2,000,000 

237,379 

450,000 

450,000 

280,000 

32,500 

32,500 

i^WWi 

iilplpii 

''^'■*'*""'"T''' 

^■"t^^ 

56,000 

^PP^P^^W^P 

27,806 

28,632 

7,195 

12,609 

11,199 

11,139 
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Teresa  0.  Cohea 
Legislative  Fiscal  Analyst 
Room  105,  State  Capitol 
Helena,  Montana    59620 

Dear  Ms.  Cohea: 


October  2,  1991 


I  am  writing  in  response  to  your  request  for  information  concerning  the  Governor's 
authority  to  reduce  appropriations  under  section  17-7-140,  MCA.    This  letter  will 
supplement  my  August  21,  1991,  letter  to  you  in  which  I  concluded  that  the 
authority  delegated  to  the  Governor  under  section  17-7-140,  MCA,  permits  the 
reduction  of  specific  items  by  a  permissible  amount.    You  have  asked  me  to 
respond  to  two  questions. 

(1)    Does  the  establishment  of  limited  use  appropriations  labelled  "reversion 
targets"  in  excess  of  15%  violate  section  17-7-140? 

Your  letter  indicates  that  "reversion  targets"  are  transfers  of  funds  to  accounts 
that  may  not  be  spent.    As  I  pointed  out  In  my  August  21,  1991,  letter,  section 
17-7-501,  MCA,  provides  that  there  are  only  three  types  of  appropriations  - 
temporary  appropriations  enacted  by  the  Legislature,  budget  amendments,  and 
statutory  appropriations.   The  authority  of  the  Governor  to  reduce  these  three 
types  of  appropriations  is  embodied  in  section  17-7-140,  MCA.    Section  17-7- 
304(1),  MCA,  provides  that: 

All  moneys  appropriated  for  any  specific  purpose  except  those 
appropriated  for  the  university  system  units  listed  in  subsection  (2) 
shall,  after  the  expiration  of  the  time  for  which  so  appropriated,  revert 
to  the  several  funds  and  accounts  from  which  originally  appropriated. 
However,  any  unexpended  balance  in  any  specific  appropriation  may 
be  used  for  the  years  for  which  the  appropriation  was  made. 


The  transfer  of  funds  to  an  account  is  not  an  "appropriation"  within  the  meaning  of 
section  17-7-501,  MCA.    An  agency  may  manage  its  operations  in  a  manner  to 
reduce  the  need  for  all  available  funding.   An  agency  is  not  required  to  refrain  from 
spending  appropriated  funds.   There  is  no  statutory  authority  to  require  an  agency 
to  transfer  appropriated  funds  to  a  nonexpendable  account.    If  an  agency  decides 
to  transfer  funds  to  an  account  that  may  not  be  spent,  the  agency  would  retain  the 
ability  to  transfer  the  funds  out  of  the  account  and  spend  the  funds  for  the 
purpose  for  which  they  were  appropriated. 

The  transfer  of  appropriated  funds  to  an  account  that  may  not  be  spent  does  not 
actually  reduce  the  appropriation.   Therefore,  the  transferred  funds  are  not  included 
within  the  15%  limit  on  the  reduction  of  appropriations.   The  establishment  of 
"reversion  targets"  in  excess  of  15%  of  a  specific  appropriation  does  not  violate 
section  17-7-140,  MCA. 

(2)    Does  a  reduction  in  excess  of  15%  in  a  funding  source  within  a 
program's  appropriation  violate  section  17-7-140? 

A  reduction  in  excess  of  15%  in  a  funding  source  within  a  program's  appropriation 
would  violate  section  17-7-140,  MCA,  if  the  reduction  is  made  pursuant  to  section 
17-7-140,  MCA.    However,  another  statute  may  authorize  the  reduction  in 
question.    In  the  example  cited  in  your  letter,  the  funding  of  the  centralized 
services  program  of  the  Department  of  Livestock  is  comprised  of  three  separate 
appropriations.   The  funding  consists  of  an  appropriation  from  the  general  fund,  an 
appropriation  from  the  state  special  revenue  fund,  and  an  appropriation  from  the 
federal  special  revenue  fund. 

Section  17-2-108,  MCA,  governs  the  expenditure  of  money  for  a  program  funded 
from  more  than  one  source.   The  section  states: 

17-2-108.    Expenditure  of  nongeneral  fund  money  first.  (1)  An  office 
or  entity  of  the  executive,  legislative,  or  judicial  branch  of  state 
government  shall  apply  expenditures  against  appropriated  nongeneral 
fund  money  whenever  possible  before  using  general  fund 
appropriations. 

(2)   The  approving  authority  [Governor],  as  defined  in  17-7- 
102,  shall  authorize  the  decrease  of  the  general  fund  appropriation  of 
an  agency  bv  the  amount  of  monev  received  from  federal  sources  in 
excess  of  the  appropriation  in  an  appropriation  act  unless  the  decrease 
is  contrary  to  federal  law,  federal  rule,  or  a  contract  or  unless  the 
approving  authority  certifies  that  the  services  to  be  funded  by  the 
additional  money  are  significantly  different  than  those  for  which  the 
agency  received  the  general  fund  appropriation.  If  directed  by  an 


appropriation  act,  the  approving  authority  shall  decrease  the  general 
fund  appropriation  of  an  agency  by  the  amount  of  money  received 
from  nonfederal  sources  In  excess  of  the  appropriation  unless  the 
decrease  is  contrary  to  state  law,  state  rule,  or  a  contract  or  unless 
the  approving  authority  certifies  that  the  services  to  be  funded  by  the 
additional  money  are  significantly  different  than  those  for  which  the 
agency  received  the  general  fund  appropriation.  If  the  general  fund 
apprnnriation  of  an  aoencv  is  decreased  pursuant  to  this  section,  the 
apprnpriation  for  the  fund  in  which  the  mnnev  is  received  is  increased 
in  the  amount  of  the  General  fund  decrease,    (emphasis  added) 

This  section  authorizes  a  decrease  of  a  general  fund  appropriation  commensurate 
with  the  amount  of  federal  revenue  received  in  excess  of  the  appropnation  in  an 
appropriations  act.    In  the  cited  example  concerning  the  Department  of  Livestock, 
the  general  fund  appropriation  of  $82,794  for  the  centralized  services  program 
may  be  reduced  by  the  amount  of  federal  revenue  received  in  excess  of  the  federal 
revenue  fund  appropriation  of  $18,170.    The  receipt  of  the  federal  money  in 
excess  of  the  appropriated  amount  of  $18,170  is  required  for  the  reduction  of  the 
general  fund  appropriation  and  the  increase  of  the  federal  special  revenue  fund 
appropriation.    It  appears  that  under  section  17-2-108,  MCA,  an  increased  federal^ 
revenue  appropriation   constitutes  an  appropriation  "receiving  the  sanction  of  law 
nnHpr  qtptP  Px  rPi.  Havnes  v.  District  Court.  106  Mont.  470,  78  P.2d  937  (1938), 
which  I  cited  in  my  August  21,  1991,  letter. 

If  you  have  any  questions  or  if  I  can  provide  additional  information,  please  feel  free 
to  contact  me. 


Sincerely, 


'! 


6^^ 


^ 


Gregory  J.  Petesch,  Director 
Legal  Services  Division 


dih    1275gpxa. 


